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Carl Freedman, dba Haiku Design and Analysis (HDA) respectfully offers the following 

comments regarding the National Regulatory Research Institute (NRRl) scoping paper titled 

"Decoupling " Unlit}' Profits from Sales: Design Issues and Options for the Hawaii Public 

Utilities Commission (Scoping Paper). HDA reviewed the Scoping Paper with great interest 

and marked it up with many notes and comments. HDA hopes lo address most of these 

matters in the context of responses to the questions in Appendix 2 ofthe Scoping Paper. 

Only several brief comments are offered below. 

(1) The Scoping Paper is an excellent treatment ofa topic that is difflcult to frame 

accurately and understandably. HDA commends the Commission for providing the 

Scoping Paper as part ofthe docket proceedings and commends NRRl and David Magnus 



Boonin for a successful expository treatment ofthe subject and an insightftil treatment of 

the issues. 

(2) Decoupling Demand From Earnings - The Scoping Paper primarily addresses 

decoupling sales from earnings. Demand lost earnings are addressed briefly in Tables 10a 

and 10b in a discussion of allocation of earnings adjustments by rate component. 

The energy efficiency DSM programs (that affect both sales and demand) will 

imminently and henceforth be implemented by a third party administrator. The utility 

companies affected by this docket (HECO companies) will continue to implement the load 

management DSM programs that primarily affect demand. To the extent that decoupling is 

intended to make the HECO utilities "ambivalent" to the implementation of DSM programs 

{with respect to earnings), it would seem reasonable to consider mechanisms that decouple 

demand from earnings. 

(3) Customers' Incentive to Conserve - The Scoping Paper (at pages 7 - 8 ) explains 

that decoupling adjustments would reduce customers' savings associated with conservation. 

Payback periods are calculated with and without decoupling showing that, with a 

decoupling mechanism, the payback period for conservation measures would increase 

(become less cost effective). The results ofthe payback period analysis imply that 

implementing decoupling would substantially reduce the cost effectiveness of energy 

conservation measures. 

HDA does not agree with the results ofthe payback period analysis. The 

Commission should not conclude that decoupling would discourage energy conservation. 



Indeed, from the perspective of an individual customer considering investing in an 

efficiency measure, decoupling adjustments resulting from conservation (by customers as a 

class) would increase rates and therefore slightly increase the cost effectiveness (and 

decrease the payback period) of an efficiency measure. 

The analysis in the Scoping Paper does make a valid point about the fact that a 

decoupling adjustment would "take back" some ofthe economic savings resulting from 

conser\'ation measures." This effect, however, is primarily a characteristic of DSM 

program economics generally and is not a characteristic that is unique to the decoupling 

mechanisms. A rate case, for example would also "take back" the fixed cost portion of 

economic efficiency measure savings embedded in volumetrically billed rates. The effect of 

' Note that in Table 6. in the column showing "With Decoupling of Earnings", the difference in savings 
between a customer making a conservation investment ($3.58) and a customer not making the investment (-
$1.58) equals $5.16, which is greater than the savings without decoupling ($5.00). The text above the table 
properly notes that the "increase in the non-conserving customer's bill [the -$1.58] is an additional incentive 
for customers to keep pace with the energy efficiency practices of other customers" but the payback period 
calculations in the decoupling cases ofthe table do not include this component in the full incremental 
savings the customer would realize as a result of making the efficiency investment. 

" This effect is similar, both in phncipal and in calculation, to the "ratepayer impact measure test" (RIM 
test), sometimes also known as the "non-panicipant cost test" used as one ofthe "standard practice cost 
tests" to evaluate DSM programs. The RIM test measures the affect ofa DSM program on utility rates 
taking into consideration the costs ofa program to the utility and the reduction in the amount of sales that 
denominate rates. 

The payback period method of analysis depicted in Table 6 is more commonly used to express the results 
ofthe "panicipant cost test" which measures the cost-effectiveness ofa DSM measure considering the costs 
ofthe investment by the participant and the resulting reduction in the individual customer's utility bills. In 
the context of expressing the results ofthe RJM test, the payback period results are not straightforward. For 
example, the "Infinite" payback period indicated in the last column of Case 1 in Table 6 does not mean that a 
conservation measure would not be cost-effective to implement from the perspective of an individual 
customer (according to the panicipant cost test) but is rather an indication that, in this case with full revenue 
decoupling (rather than decoupling of earnings), all conservation savings from the class of customers as a 
whole would accrue to the utility until the next rate case. The measure would still be cost effective in this 
case from the perspective ofthe participant (with a payback close to but less than four years). There would 
still be an incentive to each customer to invest in the conservation measure. 
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implementing a decoupling mechanism would simply be that this adjustment would occur 

incrementally between rate cases."' 

With the exception ofthe payback analysis in Table 6, HDA concurs with the 

various instances where the Scoping Paper astutely identifies impacts that decoupling and 

other rate design options would have on incentives for customers to conserve. 

HDA hopes, time permitting, to address many ofthe issues raised in the Scoping Paper in 

its responses to the questions in Appendix 2. 

"* In this respect, tlie "Without Decoupling" example in Table 6 implicitly assumes that there would be no 
rate cases within the payback pehod (as well as no decoupling mechanism). 

5 



CERTIFICATE OF SERVICE 

1 hereby certify that 1 have this date served a copy ofthe foregoing HAIKU 

DESIGN AND ANALYSIS COMMENTS ON THE NATIONAL REGULATORY 

RESEARCH INSTITUTE PAPER upon the following entiries, by first class mail or by 

electronic transmission as noted: 

Catherine P. Awakuni, Executive Director 
Department of Comrnerce and Consumer Affairs 
Division of Consumer Advocacy 
P.O. Box 541 
Honolulu, Hawaii 96809 

[2 copies] 
[First Class Mail] 

and 
[Electronic Service] 

Darcy L. Endo-Omoto, Vice President 
Govemment and Community Affairs 
Hawaiian Electric Company, Inc. 
P. 0. Box 2750 
Honolulu, HI 96840-0001 

[Electronic Service] 

Dean K. Matsuura 
Manager, Regulatory Affairs 
Hawaiian Electric Company, Inc. 
Hawaii Electric Light Company, Inc. 
Maui Electric Company, Ltd. 
P. O. Box 2750 
Honolulu, Hawaii 96840-0001 

[Electronic Service] 

Jay Ignacio, President 
Hawaii Electric Light Company, Inc. 
P.O.Box 1027 
Hilo, Hawaii 96721-1027 

[Electronic Service] 

Edward L. Reinhardt, President 
Maui Electric Company, Limited 
P. O. Box 398 
Kahului, Hawaii 96733-6898 

[Electronic Service] 

Thomas W. Williams, Jr., Esq. 
Peter K. Kikuta, Esq 
Damon Schmidt, Esq 
Goodsill Anderson Quinn Stifel LLLC 
1099 Alakea Street, Suite 1800 
Honolulu, Hawaii 96813 

[Electronic Service] 

Randall J. Hee, P.E., President and CEO 
Kauai island Utility Cooperative 
4463 Pahe'e Street, Suite 1 
Lihue, Hawaii 96766-2000 

[Electronic Service] 



Timothy Blume [Electronic Service] 
Michael Yamane 
Kauai Island Utility Cooperative 
4463 Pahe'e Streei, Suite 1 
Lihue, Hawaii 96766-2000 

Kent T. Morihara, Esq. [Electronic Service] 
Kris N. Nakagawa, Esq. 
Rhonda L. Ching, Esq. 
Morihara Lau & Fong LLP 
841 Bishop Street, Suite 400 
Honolulu, Hawaii 96813 

Henry Q. Curtis, Vice President for Consumer Issues [Electronic Service] 
Kat Brady, Vice President for Social Justice 
Life ofthe Land 
76 North King Street, Suite 203 
Honolulu, Hawaii 96817 

Wanen S. Bollmeier II, President [Electronic Service] 
Hawaii Renewable Energy Alliance 
46-040 Konane Place 3816 
Kaneohe, Hawaii 96744 

Gerald A. Sumida, Esq. [Electronic Service] 
Tim Lui-Kwan, Esq. 
Nathan C. Smith, Esq, 
Carismith Ball LLP 
ASB Tower, Suite 2200 
1001 Bishop Street 
Honolulu, Hawaii 96813 

Mike Gresham [Electronic Service] 
Hawaii Holdings, LLC, dba First Wind Hawaii 
33 Lono Avenue, Suite 380 
Kahului, Hawaii 96732 

Deborah Day Emerson, Esq. [Electronic Service] 
Gregg J. Kinkley 
Deputy Attorney General 
Department ofthe Attorney General 
State of Hawaii 
425 Queen Street 
Honolulu, Hawaii 96813 

Mark Duda, President [Electronic Service] 
Hawaii Solar Energy Association 
P.O. Box 37070 
Honolulu, Hawaii 96837 



Douglas A. Codiga, Esq. [Electronic Service] 
Schlack Ito Lockwood Piper & Elkind 
Topa Financial Center 
745 Fon Street Mall, Suite 1500 
Honolulu, Hawaii 96813 

Dated: Febmary 10, 2009; Haiku, Hawaii 

Signed: 
Carl Freedman 


